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Thank you, M. Chairnman, Ranking Menber Baucus and nenbers of the
commttee for inviting ne to speak at this hearing on easing the
famly tax burden. | am pleased to tal k about endi ng one of the
nost egregious, anti-famly aspects of our tax code -- the

marri age penalty. As a Senator, relieving the marriage penalty
has been one of ny highest priorities.

Ri ght now, married couples all over Anrerica -- 21 mllion or so
-- are being penalized by our tax code for no apparent reason

ot her than because they are married. The Treasury Departnment
estimates that 48% of married couples pay a marriage penalty.
According to a study by the Congressional Budget Ofice, the
average penalty paid is roughly $1, 400.

Let ne give you an exanple: Heather Diederich and WIllie Simons
live in Tyler, Texas, and are engaged to be married on May 26.
Both work at Brookshires, a local grocery store chain. Heather
is the single nother of a 3-year-old boy and makes $20, 000 a
year. WIllie makes $19,000 a year. Wen they get married, they
will be hit with a marriage penalty of $1, 600.

O her than |ove, what incentive do these two young people have to
get married? |Indeed, they are faced with an unbelievable

di sincentive. It would save them $1,600 a year if they sinply
lived together. $1600 is equal to half a year’s rent.

It doesn’t have to be this way. According to the Congressional
Budget O fice's latest projections, we will achieve a $5.6

trillion surplus over the next 10 years. This surplus is
af fordi ng us an unprecedented opportunity to address inequities
in our tax code, including the marriage penalty. | amvery

pl eased that the President nade marriage penalty relief a part of
his tax plan. Cearly, he recognizes that the marriage penalty
is a real problemfaced by mllions of Anerican famlies and that
correcting it nust be a top priority.

So as the Commttee examnes this issue and works to craft a
marriage penalty relief proposal, | would like to offer the
fol |l ow ng suggesti ons.

First, marriage penalty relief should not add another |ayer of
conplication for taxpayers. Qur tax code is already enornously
conpl ex. Every year, Anmerica s taxpayers are forced to spend
billions of dollars in tax preparation fees and mllions of hours
filling out conplicated tax forms. Marriage penalty relief
shoul d not contribute to this already significant burden.



Second, marriage penalty relief should ensure that all married
couples are treated equally.

We should strive to bring relief to as nmany coupl es as possi bl e,
and we should not create a tax systemin which we discrimnate
agai nst certain couples solely on the basis of the division of
income. Under current |aw, couples earning the same anmount of
conbi ned i ncone pay the sanme anount in taxes, regardl ess of

whet her one spouse chooses to work within the hone. W need to
make sure this remains the case.

On this point, sonme have argued that single-earner couples should
pay nore in tax than two-earner couples with the sane conbi ned
income. This is because single-earner couples currently benefit
fromwhat they call a marriage “bonus.”

For the nost part, so-called marriage “bonuses” arise in single-

earner famlies. For exanple, let’s say a man who earns $40, 000
a year is engaged to a single nomwho earns no incone. Once they
get married, he will pay |less incone tax than he did as a single

person and, therefore, would be receiving a narriage “bonus.”

But let’s keep in mind that his $40,000 incone will now have to
support three people instead of just one. H s expenses have

i ncreased, not decreased. By getting narried, he is hardly
getting a “bonus” - at least in the nonetary sense of the word.

Wuld it be fair for this couple to pay nore in tax than a
simlar famly in which both spouses work outside the hone and
earn the sane total income? The answer is no.

For the last four years, | have studied a nunber of nechani snms
for correcting the marriage penalty. 1In the final analysis,
believe that the sinplest and fairest way to address this issue
is to do two things:

. | ncrease the standard deduction for married filing jointly
so that it is twice that of an individual; and

. Wden the 15% t ax bracket.

By taking this approach, we will not be adding a single ounce of
conplexity for taxpayers, and we won’t be choosing which married
coupl es should get relief. |In effect, everyone who is married
will benefit, and no couple will be discrimnated agai nst based
on the division of incone.

O course, this approach does not address the marriage penalties
found in the upper incone brackets. However, expanding the 15%
bracket and increasing the standard deduction for joint filers is
a reasonabl e and responsible first step -- one that wll fit
within the $1.6 trillion the President has set aside in his
budget for tax relief.

Based on the Joint Tax Commttee’ s estinmates of the marriage



penalty relief bill that Congress approved |ast year, doubling

t he standard deduction and expandi ng the 15% bracket woul d cost
$183 billion over 10 years. According to the Ofice of

Managenent and Budget, the President’s proposal -- which would
reinstate the 10% second- earner deduction -- would cost $112
billion. These two revenue estimates are not that far apart, and
| believe we can close the gap between them by phasing in the 15%
bracket expansion at a slightly slower pace than we did in |ast
year’s bill, thereby achieving savings over the 10-year peri od.

| woul d support expanding the other brackets if surpluses
continue to grow in the future. Doubling the standard deduction
and wi dening the 15% bracket now, however, would be a significant
down paynent.

Again, M. Chairman, | would like to enphasize the inportance of
enacting nmeani ngful marriage penalty relief this year. | believe
our failure to do so, especially at a tinme when the federal
government is receiving record inconme tax surpluses, would send
the wong nessage to couples |like Heather and Wllie in Tyler.
Let’s give themmarriage penalty relief this year, and let’s do
soin awy that is sinple and fair.

Thank you, M. Chairnman.



